Andrew Scanlan
Premerger Specialisgt

Federal Trade Commigsion

Room 301

Washington, bD.C. 20580

Dear Mr. Scanlan:

tequest an interpretation

ingtruments.
itgelf.
institutions.

Act.

instruments are created or

Premerger Notification Office

As we discussed on February 21, 198€, I am writing to
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Freccem of Informattion Act

of the "ordinary course of business®

exception to the Hart, Scott, Rodino act (15 vu.s.cC. Secticn

18a(A)(c)) and the rrC’s Fremerger Notification BRules (Rule
802.1(b)) based upon the following facts. o

By client is a bank engagad, among other things, in the
origination. sale and servicing of residential mortgages,
automobile loans, credit card accounts and other debt

A portion of the bank’s loan portfolio congists
of debt instruments which the bank solicited and cresated
In addition, the bank’s loan portfolio consiasts of
debt instruments which the bank purchased from other financial

The bank plans to periodically sell parts of its loan
portfolio to .other financial institutions.
these transactions, the acquired and acquiring entities would
satigfy the size-of-the-person test for the Hart, Scott, Rodino
Act and, in some or all cases, the transactions would satisfy
the gize-of-the-acquisition test for the Hart, Scott, Rodinv

In soae or all of

Thege types of transactions are very common in the
banking industry and may take several forms.
instances, the bank will agree in advance to sell debt
instruments to another financial institution as those

In 3ome

acquired by the bank. 1In other

instances, the bank will agree to sell debt instruments already

in its possession.

Some transactions will involve the sale of
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8ll or most of 2 particular type of debt instrument in the
bank’s portfolio -- e.g., all residantizl mortgages or all
- automobile loans. Other transactions will involve only a
portion of a particular type of instrument or & mix of debt
instruzents.

In instances where the bank originsted the loans, the
bank would continue to service the loans after they have been
sold to anonther financial institution. This primarily involves
the collection of payments f£rom the debtor and the transmittal
of the rzcelpts to tho new owner of the loan after the
deducticn of a service charge,

ii: all instances, the bank will continue to solicit and
create residential mortgages, autcmobile loans, credit csrd
accounts and the other types of debt instruaents it currentiy
solicits. The bank will algso continue to purchase such
ingstruments from other £inancial institutions. Finally, ths
bank will continue the businsess of gervicing leoans.

: At any given time, a financial institution purchasing
loana from the bank may be acquiring all or substantislly all
of the bank’s portfolic of a particular type of loan. However,

the acquiring entity would not be acquiring all or
substantially all cf the bank’s assets or the assets of any
operating division of the bank. 1In addition, the bank would
not be digcontinuing any line of its loan business. Por these
reasons, we are of the opinicn that the bank’s periodic sales
of debt instruments to other financial institutions constitute
transfers of goods in the ordinary course of business and are
exempt from the reporting requirements of the Hart, scott.
Rodino Act.

In our convotsution on Pebruary 21, you indicated that
you agreed with our interpretation of the “ordinary course"
exemption, and you asked for a letter which you could circulate
to the FTC’s other Premerger Specialists. I understand that
you will discuss this letter with your colleagues at your
earliest convenience and that you will notify me immedliately if
you disagree with our interpretation of the exemption. Thank .
you for your cooperation. '

Sincerely,






